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1 . SUMMARY. EMBASSY MAY BE INTERESTED, STRICTLY FYI, THAT 
DEPARTMENT IS EXPLORING THE RELATIONSHIP BETWEEN GOH 
PAYMENT OF THE 1976 ANNUAL CLAIMS INSTALLMENT AND 
DEFAULT" AS DEFINED IN THE JOHNSON ACT. THIS RELATION- 
SHIP WOULD HAVE POSSIBLE SIGNIFICANCE ONLY IN THE EVENT 
THE GOH DOES NOT MAKE THE 1976 CLAIMS PAYMENT BUT DOES 
WISH TO PAY IN FULL THE WORLD WAR I DEPT. AS EMBASSY AWARE 
HUNGARIANS COULD CONCEIVABLY NOT PAY THE CLAIMS INSTALL- 
MENT, CITING ANNEX F OF THE CLAIMS AGREEMENT CONTAINING 
DEPUTY PRIME MINISTER VALYI'S STATEMENT THAT "THE GOVERN- 
MENT OF THE HUNGARIAN PEOPLE'S REPUBLIC RESERVE THE RIGHT 
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OF PAYMENTS” IF MFN IS NOT AVAILABLE "ON MUTUALLY AGREEABLE 
TERMS WITHIN A REASONABLE AMOUNT OF TIME." END SUMMARY. 

2. WE STUDIED THE MEANING OF "DEFAULT," AS USED IN THE 
JOHNSON ACT, WHEN PREPARING THE USG POSITION ON GOH PAY. 
MENT OF THE POST- WORLD WAR I DEBT. AT THAT TIME WE CON- 
CLUDED THAT FULL PAYMENT OF WWI ARREARAGES IS REQUIRED 
TO ESCAPE DEFAULT STATUS. THE CONCEIVABLE GOH CITATION 
OF ANNEX F, AND POSSIBLE CONSEQUENT NONPAYMENT OF THIS 
YEAR'S CLAIMS INSTALLMENT FOLLOWING "CONSULTATIONS,' 

AGAIN RAISES THE QUESTION OF POSSIBLE DEFAULT. WE ARE 
EXAMINING THIS QUESTION. (IN THIS CONNECTION, WE CON- 
SIDER CLAIMS AGREEMENT AN OBLIGATION TO USG; INTER ALIA IT 
PROVIDES FOR PAYMENT OF 125,000 DOLLARS IN SETTLEMENT OF A 
CLAIM DIRECTLY OWNED BY U.S. GOVERNMENT - THE 1951 AERIAL 
INCIDENT.) 

3. IF AND WHEN THERE IS GOOD REASON TO BELIEVE THAT THE 
HUNGARIANS WILL REFUSE TO MAKE THE ANNUAL PAYMENT AND IF 
WE CONCLUDE THAT NON-PAYMENT OF THE ANNUAL INSTALLMENT 
WOULD CONSTITUTE DEFAULT, IT MAY BE NECESSARY TO ALERT 
THE HUNGARIANS THAT PAYMENT OF THE WORLD WAR I DEBT 
WOULD NOT REMOVE THE JOHNSON ACT RESTRICTIONS. IN ANY 
EVENT, IT WOULD CLEARLY BE UNWISE AT THIS TIME TO 
MENTION OUTSIDE USG ANY POTENTIAL CONNECTTON BETWEEN THE 
CLAIMS AGREEMENT AND THE JOHNSON ACT. IT GOES WITHOUT 
SAYING THAT GOH PAYMENT OF CLAIMS AGREEMENT INSTALLMENTS 
IS ITSELF AN IMPORTANT USG OBJECTIVE, RULING OUT PREMATURE 
DISCUSSION OF NON-PAYMENT IMPLICATIONS. 

4. BEGIN UNCLAS: 1 76 INSTALLMENT: EMBASSY CALCULATION 
MENTIONED IN REF B IS CORRECT. AMOUNT GOH WILL COMPUTE 
IS SIX PERCENT OF 34.7 MILLION DOLLARS OR 2,082,000 REPEAT 
2,082,000 DOLLARS,AND NOT 2,092,000 AS TRANSMITTED. END 
UNCLAS. KISSINGER 
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